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7KH (XURSHDQ8QLRQ
V IRXQGLQJ 7UHDW\ 7(8 UHFDOOV DQG UHDIILUPV WKH UROH RI FLWL]HQV LQ
DUWLFOHVD QGSURYLVLRQVGHGLFDWHGWRLWV³GHPRFUDWLFSULQFLSOHVZLWKWKHLQWHQWWR
HVWDEOLVKDGLUHFWOLQNEHWZHHQ(8FLWL]HQVKLSDQGGHPRFUDF\LQWKH8QLRQ
7KLVQHHGWRORRNIRUDQGILQGOHJLWLPDF\LQFLWL]HQVKLSWKHGXDOOHJLWLPDF\RIWKH8QLRQ
DQG RI LWV PHPEHU VWDWHV ± GHVHUYHV WR EH DQDO\]HG DV LW LV DS HFXOLDU H[SUHVVLRQ RI WKLV
VXSUDQDWLRQDOV\VWHP$OWKRXJKZHILQGLWVPRVWHIIHFWLYHH[SUHVVLRQLQWKHODVWHGLWLRQRIWKH
(87UHDW\WKLVTXHVWIRUOHJLWLPDF\LVQRWQHZLQWKH(XURSHDQLQWHJUDWLRQSURFHVV
7KLV LV HYHQPRUH LQWHUHVWLQJ DV ZH FRQVLGHU WKDW WKH ODFN RI FLWL]HQV¶ RZQHUVKLS LV RIWHQ
FRQVLGHUHGDFDSLWDOVLQ LQ WKHSURFHVVRI(XURSHDQ LQWHJUDWLRQZKRVHHOLWLVWQDWXUH LVRIWHQ
EODPHG:HPD\ ILQG LQVWHDG WKDW FLWL]HQV  DV EHQHILFLDULHV RI ULJKWV DVZHOO DV DFWRUV LQ
GHPRFUDWLFSURFHVVHVKDYHDOZD\VEHHQLPSRUWDQW
:HFDQUHDGLQWKHDUWLFOHRIWKH7UHDW\HVWDEOLVKLQJWKH(XURSHDQ8QLRQWKDW

³7KH 8QLRQ LV IRXQGHG RQ WKH YDOXHV RI UHVSHFW IRU KXPDQ GLJQLW\ IUHHGRP GHPRFUDF\
HTXDOLW\ WKH UXOH RI ODZ DQG UHVSHFW IRU KXPDQ ULJKWV LQFOXGLQJ WKH ULJKWV RI SHUVRQV
EHORQJLQJWRPLQRULWLHV7KHVHYDOXHVDUHFRPPRQWRWKH0HPEHU6WDWHVLQDVRFLHW\LQZKLFK
SOXUDOLVPQRQGLVFULPLQDWLRQWROHUDQFHMXVWLFHVROLGDULW\DQGHTXDOLW\EHWZHHQZRPHQDQG
PHQSUHYDLO´

(YHQLIWKHVLJQLILFDQFHRIWKHZRUG³GHPRFUDF\´UHPDLQVXQVSHFLILHGZHFRXOGJLYHDILUVW
DQG SURYLVLRQDO GHILQLWLRQ UHIHUULQJ WR WKH YDOXHV OLVWHG LQ DUW LWVHOI WR WKH FRQVWLWXWLRQDO
SULQFLSOHV FRPPRQ WR WKH PHPEHU VWDWHV DQG WR WKH FRQWHQW RI WKH (XURSHDQ &KDUWHU RI
IXQGDPHQWDOULJKWV
,Q WHUPV RI SROLWLFDO SDUWLFLSDWLRQ WKH (XURSHDQ QRWLRQ RI GHPRFUDF\ JDLQHG VLJQLILFDQFH
WKURXJKWKHGLUHFWHOHFWLRQRIWKH(XURSHDQ3DUOLDPHQWVLQFHWKHQZLWKWKHFUHDWLRQRID
(XURSHDQFLWL]HQVKLSE\WKH0DDVWULFKW7UHDW\LQDQGHYHQWXDOO\WKDQNVWRWKHLQFOXVLRQ
LQWKHODWHVWYHUVLRQRIWKH7UHDW\RIDWLWOHHQWLWOHGWRWKH8QLRQ¶VGHPRFUDWLFSULQFLSOHVWKH
'2,&RGHLS
:HWKH<RXQJ3HRSOHRI(XURSH



DUW
(YHQLIWKHVLJQLILFDQFHRIWKHZRUG³GHPRFUDF\´UHPDLQVXQVSHFLILHGZHFRXOGJLYHDILUVW
DQG SURYLVLRQDO GHILQLWLRQ UHIHUULQJ WR WKH YDOXHV OLVWHG LQ DUW LWVHOI WR WKH FRQVWLWXWLRQDO
SULQFLSOHV FRPPRQ WR WKH PHPEHU VWDWHV DQG WR WKH FRQWHQW RI WKH (XURSHDQ &KDUWHU RI
IXQGDPHQWDOULJKWV
,Q WHUPV RI SROLWLFDO SDUWLFLSDWLRQ WKH (XURSHDQ QRWLRQ RI GHPRFUDF\ JDLQHG VLJQLILFDQFH
WKURXJKWKHGLUHFWHOHFWLRQRIWKH(XURSHDQ3DUOLDPHQWVLQFH7KHQZLWKWKHFUHDWLRQRI
D (XURSHDQ FLWL]HQVKLS E\ WKH 0DDVWULFKW 7UHDW\ LQ D QG HYHQWXDOO\ WKDQNV WR WKH
LQFOXVLRQ LQ WKH ODWHVW YHUVLRQ RI WKH 7UHDW\ RI D WLWOH HQWLWOHG WR WKH 8QLRQ¶V GHPRFUDWLF
SULQFLSOHVWKHDUW

³$UWLFOH  ,Q DOO LWV DFWLYLWLHV WKH 8QLRQ VKDOO REVHUYH WKH SULQFLSOH RI WKH HTXDOLW\ RI LWV
FLWL]HQVZKRVKDOOUHFHLYHHTXDODWWHQWLRQIURPLWV LQVWLWXWLRQVERGLHVRIILFHVDQGDJHQFLHV
(YHU\QDWLRQDORID0HPEHU6WDWHVKDOOEHDFLWL]HQRI WKH8QLRQ&LWL]HQVKLSRI WKH8QLRQ
VKDOOEHDGGLWLRQDOWRDQGQRWUHSODFHQDWLRQDOFLWL]HQVKLS
$UWLFOH7KHIXQFWLRQLQJRIWKH8QLRQVKDOOEHIRXQGHGRQUHSUHVHQWDWLYHGHPRFUDF\
 &LWL]HQV DUH GLUHFWO\ UHSUHVHQWHG DW 8QLRQ OHYHO LQ WKH (XURSHDQ 3DUOLDPHQW
0HPEHU 6WDWHV DUH UHSUHVHQWHG LQ WKH (XURSHDQ &RXQFLO E\ WKHLU +HDGV RI 6WDWH RU
*RYHUQPHQW DQG LQ WKH &RXQFLO E\ WKHLU JRYHUQPHQWV WKHPVHOYHV GHPRFUDWLFDOO\
DFFRXQWDEOHHLWKHUWRWKHLUQDWLRQDO3DUOLDPHQWVRUWRWKHLUFLWL]HQV
(YHU\FLWL]HQVKDOOKDYHWKHULJKWWRSDUWLFLSDWHLQWKHGHPRFUDWLFOLIHRIWKH8QLRQ
'HFLVLRQVVKDOOEHWDNHQDVRSHQO\DQGDVFORVHO\DVSRVVLEOHWRWKHFLWL]HQ
 3ROLWLFDO SDUWLHV DW (XURSHDQ OHYHO FRQWULEXWH WR IRUPLQJ (XURSHDQ SROLWLFDO
DZDUHQHVVDQGWRH[SUHVVLQJWKHZLOORIFLWL]HQVRIWKH8QLRQ
$UWLFOH  7KH LQVWLWXWLRQV VKDOO E\ DSSURSULDWHPHDQV JLYH FLWL]HQV DQG UHSUHVHQWDWLYH
DVVRFLDWLRQVWKHRSSRUWXQLW\WRPDNHNQRZQDQGSXEOLFO\H[FKDQJHWKHLUYLHZVLQDOODUHDVRI
8QLRQDFWLRQ
 7KH LQVWLWXWLRQV VKDOO PDLQWDLQ DQ RSHQ WUDQVSDUHQW DQG UHJXODU GLDORJXH ZLWK
UHSUHVHQWDWLYHDVVRFLDWLRQVDQGFLYLOVRFLHW\
 7KH (XURSHDQ &RPPLVVLRQ VKDOO FDUU\ RXW EURDG FRQVXOWDWLRQV ZLWK SDUWLHV
FRQFHUQHGLQRUGHUWRHQVXUHWKDWWKH8QLRQ
VDFWLRQVDUHFRKHUHQWDQGWUDQVSDUHQW
 1RW OHVV WKDQ RQHPLOOLRQ FLWL]HQV ZKR DUH QDWLRQDOV RI D VLJQLILFDQW QXPEHU RI
0HPEHU6WDWHVPD\ WDNH WKH LQLWLDWLYH RI LQYLWLQJ WKH(XURSHDQ&RPPLVVLRQZLWKLQ
:HWKH<RXQJ3HRSOHRI(XURSH



WKH IUDPHZRUN RI LWV SRZHUV WR VXEPLW DQ\ DSSURSULDWH SURSRVDO RQP DWWHUV ZKHUH
FLWL]HQV FRQVLGHU WKDW D OHJDO DFW RI WKH 8QLRQ LV UHTXLUHG IRU WKH SXUSRVH RI
LPSOHPHQWLQJWKH7UHDWLHV«´

7KLVWUDLOZDVDFWXDOO\SUHSDUHGE\WKH(&-FDVHODZ7KHVWDUWLQJSRLQWZDVWKH9DQ*HQGHQ
/RRVFDVH,QLWWKH(XURSHDQ&RXUWVGHILQHVIRUWKHILUVWWLPHWKH&RPPXQLW\DV³D
QHZ OHJDO RUGHU RI LQWHUQDWLRQDO ODZ IRU WKH EHQHILW RI ZKLFK WKH VWDWHV KDYH OLPLWHG WKHLU
VRYHUHLJQ ULJKWV DOEHLW ZLWKLQ OLPLWHG ILHOGV DQG WKH VXEMHFWV RI ZKLFK FRPSULVH QRW RQO\
PHPEHUVWDWHVEXWDOVRWKHLUQDWLRQDOV´7KH&RXUWTXRWHGLWVHOIXVLQJWKHVDPHVWDWHPHQWLQ
RWKHU IDPRXV GHFLVLRQV VXFK DV &RVWD YV (1(/ FDVH  6LPPHQWKDO FDVH 
)UDQFRYLFK FDVHV & DQG & RSLQLRQV  'HFHPEHU WK DQG 
0DUFKWK
$IWHU WKLV ILUVW VWHSFDPHRQH \HDU ODWHU WKH&RVWDYV(1(/FDVHZKHUHZH UHDG WKDW WKH
PHPEHUVWDWHVKDYHOLPLWHGWKHLUVRYHUHLJQULJKWVDOEHLWZLWKLQOLPLWHGILHOGVDQGKDYHWKXV
FUHDWHGDERG\RIODZZKLFKELQGVERWKWKHLUQDWLRQDOVDQGWKHPVHOYHV´,QWKLVFDVHWKH&RXUW
FODULILHV WZRFDUGLQDOSULQFLSOHV±WKHGLUHFWDSSOLFDWLRQDQGWKHSUHYDOHQFHRI(XURSHDQODZ
RYHUQDWLRQDOODZ±ERWKDUHJURXQGHGRQWKLVGLUHFWUHODWLRQEHWZHHQWKH(XURSHDQOHJDORUGHU
DQGWKHFLWL]HQVZKLFKDUHGLUHFWEHQHILFLDULHVRILWVQRUPV
7KLV GLUHFW UHODWLRQVKLS EHWZHHQ WKH FLWL]HQV DQG WKH VXSUDQDWLRQDO RUJDQL]DWLRQ LV QRW
LPPHGLDWHO\TXDOLILHGDVDVXSUDQDWLRQDOFLWL]HQVKLS±ZKLFKZLOODSSHDURQO\LQ±DQGLW
QHYHUEHFDPHD³VXSUDQDWLRQDOQDWLRQDOLW\´
6LQFHLQIDFWWKH(XURSHDQFLWL]HQVKLSLVQRWKLQJEXWDVHWRIDGGLWLRQDOULJKWVDVWDWXV
DGGHG WRQDWLRQDOFLWL]HQVKLSVEDUHO\YLVLEOH LIQRW LQ WKHSDVVSRUW IRUPDW.H\VWRQHRI WKLV
VWDWXVLVWKHSULQFLSOHRIQRQGLVFULPLQDWLRQZDONZD\EHWZHHQPDQ\(XURSHDQSHRSOHVDQGD
FRPPRQFLWL]HQVKLS
6SOLWWLQJ WKH WZR FRQFHSWV RI FLWL]HQVKLS DQG QDWLRQDOLW\  WKH ILUVW H[LVWLQJ DW WZRGLIIHUHQW
OHYHOVQDWLRQDODQG(XURSHDQWKHVHFRQGOLPLWHGWRWKHQDWLRQDO OHYHO LV WKHUHIRUHDEDVLF
HOHPHQWRIDFOHDUSROLWLFDOSURMHFW
7KH VWULFWO\ OHJDO FRQWHQW RI WKH (XURSHDQ FLWL]HQVKLS LV LQGLVSXWDEOH FRPSDUDEOH WR WKDW
ZKLFKFKDUDFWHUL]HGWKHQRWLRQRIWKH5RPDQFLYLWDV
7KHDEVWUDFWQHVVRIDFLWL]HQVKLSWKDWLVSXUHOHJDOFRQFHSWEHFRPHVDVWURQJFKRLFHZKHUHLW
DSSHDUVWREHDQDOWHUQDWLYHWRWKHQRWLRQRIRIQDWLRQDOLW\RUSHRSOHWHUPVZKLFKLQVWHDGEULQJ
ZLWKWKHPDULFKVXEVWUDWXPRIKLVWRU\FXOWXUHUHOLJLRQODQJXDJHLGHQWLW\DQGEHORQJLQJ
:HWKH<RXQJ3HRSOHRI(XURSH



$QG LQ IDFW WKH8QLRQ
V REMHFWLYH LV QRW WR HOLPLQDWH WKH QDWLRQDOLW\ RU WKH SHRSOHV RI WKH
PHPEHUVWDWHV$UWLFOH7(8UHIHUVWRDQHYHUFORVHUXQLRQDPRQJWKHSHRSOHVRI(XURSH
DUWLFOHVSHFLILHVWKDWWKH8QLRQ¶VDLPLVSURPRWLQJ³SHDFHLWVYDOXHVDQGWKHZHOOEHLQJRI
LWVSHRSOHVWKHVDPHSURYLVLRQUHFDOOVWKHULFKQHVVRILWVFXOWXUDODQGOLQJXLVWLFGLYHUVLW\
6RZHKDYHDFOHDUVHSDUDWLRQEHWZHHQWKHWZRQRWLRQVD(XURSHDQSROLWHLDFLWL]HQVKLSDQG
QDWLRQDOGHPRVSHRSOHWKHILUVWLQFOXGLQJDQXPEHURIGLIIHUHQWQDWLRQDOGHPRLOLYLQJWRJHWKHU
LQSHDFHXQGHUDURRIRIFRPPRQYDOXHVSULQFLSOHVDQGUXOHV
7KH VDPH GLVWLQFWLRQ LV YHU\ FOHDU LQ WKH SUHDPEOH RI WKH &KDUWHU RI )XQGDPHQWDO 5LJKWV
ZKHUHZHUHDG

³&RQVFLRXV RI LWV VSLULWXDO DQG PRUDO KHULWDJH WKH 8QLRQ LV IRXQGHG RQ WKH LQGLYLVLEOH
XQLYHUVDO YDOXHV RI KXPDQ GLJQLW\ IUHHGRP HTXDOLW\ DQG VROLGDULW\ LW LV EDVHG RQW KH
SULQFLSOHV RI GHPRFUDF\ DQG WKH UXOH RI ODZ ,W SODFHV WKH LQGLYLGXDO DW WKH KHDUW RI LWV
DFWLYLWLHV E\ HVWDEOLVKLQJ WKH FLWL]HQVKLS RI WKH8QLRQ DQG E\ FUHDWLQJ DQ DUHD RI IUHHGRP
VHFXULW\DQGMXVWLFH´
$QG
³7KH8QLRQFRQWULEXWHVWRWKHSUHVHUYDWLRQDQGWRWKHGHYHORSPHQWRI WKHVHFRPPRQYDOXHV
ZKLOHUHVSHFWLQJWKHGLYHUVLW\RIWKHFXOWXUHVDQGWUDGLWLRQVRIWKHSHRSOHVRI(XURSHDVZHOO
DVWKHQDWLRQDOLGHQWLWLHVRIWKH0HPEHU6WDWHV´(PSKDVLVDGGHG

7KHUHIRUHWKLV(XURSHDQLQWHJUDWLRQDVDOHJDOSURFHVV±ZKLFKFRH[LVWVZLWKVWURQJQDWLRQDO
LGHQWLWLHVLVQRWQHFHVVDULO\DZHDNQHVVRIWKHV\VWHPRUWKHPDUNRIDQXQILQLVKHGSURFHVV
EXWLWVHHPVUDWKHUDFKRLFH
$PRQJWKH(XURSHDQFRXQWULHVWKHUHDUHVWURQJHOHPHQWVRIFXOWXUDOFRPPRQDOLW\HVSHFLDOO\
ZKHQYLHZHGLQSHUVSHFWLYHLQWKHFRQWH[WRIDJOREDOL]HGZRUOG(XURSH¶VFRPPRQVSLULWXDO
DQGPRUDOKHULWDJH´ LVQRWD UKHWRULF LQYHQWLRQEXW LWZDVDFOHDUFKRLFH WRJURXQG LWV OHJDO
RUGHURQDFLWL]HQVKLSZLWKRXWDSHRSOH
7KLVFKRLFHKDVVRPHDGYDQWDJHVILUVWLWGRHVQRWFRQIOLFWZLWKWKHQDWLRQDOLGHQWLW\UHFDOOHG
DQGJXDUDQWHHGE\WKH7UHDW\DQGLWSURPRWHVDQLQWHJUDWLRQPRGHOEDVHGRQWKHFRH[LVWHQFH
RIGLYHUVLWLHVVHFRQGLWVKRXOGUHVSRQGEHWWHUWRWKHQHHGWRUHDVVXUHWKHGHIHQGHUVRIQDWLRQDO
VRYHUHLJQW\UHGXFLQJWKHULVNVRIQDWLRQDOLVWUHDFWLRQVRUWRWKHIHDUHYHQLUUDWLRQDORIORVLQJ
QDWLRQDOLGHQWLWLHVHYHQLIDV%UH[LWLVWKHUHWRSURYHLWZDVQ¶WHQRXJK)LQDOO\LWSUHYHQWVD
SRVVLEOH(XURSHDQQDWLRQDOLVPDW\SLFDOGHJHQHUDWLYHGLVHDVHRIQDWLRQDOLW\$VZHFDQVHHLW
:HWKH<RXQJ3HRSOHRI(XURSH


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
LVDTXLWHGLIIHUHQWPRGHOIURPWKH$PHULFDQPHOWLQJSRW
7KLVEHORQJLQJWRDSROLW\H[SUHVVHGLQSXUHO\OHJDOWHUPVLVWKHUHDOQRYHOW\RIWKH(XURSHDQ
PRGHOUHSOLFDEOHLQRWKHUJHRJUDSKLFDODUHDVRUJOREDORUJDQL]DWLRQV±ZKLFKFRXOGJHQHUDWH
RQH GD\  WKHLU RQH SDUWLDO FLWL]HQVKLSV  DQG LW RSHQV WKH GRRU WRPXOWLSOH DQG FXPXODWLYH
FLWL]HQVKLSVQRWFRQIOLFWLQJDPRQJHDFKRWKHUWRFRPPXQLWLHVSDUWLDOO\RYHUODSSLQJ
$ORQJVLGHWKLV(XURSHDQSROLW\WKDWSHUIRUPVWKHGXDOIXQFWLRQRIEXLOGLQJDQDUHDRIMXVWLFH
DQGULJKWVDQGWROHJLWLPL]HWKH(8VXSUDQDWLRQDO LQVWLWXWLRQV WKHUHLVDQRWKHUSHFXOLDULW\RI
WKH(XURSHDQGHPRFUDF\WKHDEVHQFHRIDQH[SOLFLWUHIHUHQFHWRFROOHFWLYHVHOIJRYHUQPHQW
6RYHUHLJQW\ EHORQJV WR WKH SHRSOH LV D UHFXUULQJ IRUPXOD LQ WKH VWDWHV¶ FRQVWLWXWLRQ DQG
IXQGLQJ DFWV VR«KRZ FDQ SRVVLEO\ H[LVW D GHPRFUDF\ ZLWKRXW D SHRSOH" 7KLV UHTXLVLWH
DSSHDUVWREHDQHVVHQWLDODQGLQGLVSHQVDEOHHOHPHQWRIGHPRFUDF\DVDOVRSRLQWHGRXWE\WKH
*HQHUDO$VVHPEO\RIWKH8QLWHG1DWLRQVUHVROXWLRQQRRI'HFHPEHU
$QGKHUHZH VHHZK\ WKLV UHIHUHQFH WR WKH SHRSOHV RI WKH0HPEHU6WDWHV ± DORQJVLGHZLWK
QDWLRQDO GHPRFUDF\ ± LV DOVR LPSRUWDQW LW EHFRPHV DQ LPSOLFLW UHIHUHQFH WR QDWLRQDO
FRQVWLWXWLRQVWKDWUHFRJQL]HDQGFRGLI\WKHVHFROOHFWLYHVRYHUHLJQWLHV
7KH(XURSHDQSROLW\WKXVLQWHJUDWHVDVHFRQGGHPRFUDWLFOHYHORQWRSRIWKHQDWLRQDORQHWKH
WZREHLQJPXWXDOO\LQYLJRUDWLQJ ,W¶VQRDFFLGHQWWKDWGHPRFUDF\LVDQHVVHQWLDOUHTXLUHPHQW
IRUWKHDFFHVVLRQWRWKH8QLRQDUW78(
$QG\HWVRPHSHRSOHDQGVRPHSROLWLFDOILJXUHVVWLOOEODPHWKH8QLRQIRUWKHSHUVLVWHQFHRID
GHPRFUDWLF GHILFLW:H EHOLHYH WKDW WKLV GHILFLW LV QRW LQ WKH(8 LQVWLWXWLRQDO V\VWHP EXW LQ
VRPH HVVHQWLDO WUDQVPLVVLRQ EHOWV UHTXLUHG IRU D JHQXLQH GHPRFUDF\ (XURSHDQ SDUWLHV D
(XURSHDQSROLWLFDOGHEDWHDQG±HYHQPRUH±DSUHVVUHSRUWLQJWRFLWL]HQVZKDWKDSSHQVLQWKH
(XURSHDQ3DUOLDPHQWDQGWKHRWKHUERGLHVDWZRUNRYHUWKHQDWLRQDOOHYHO
$QRWKHUUHDOJDSLVLQWKHDEVHQFHRIDZDUHQHVVRIPDQ\(XURSHDQFLWL]HQVDERXWWKHLUULJKWV
DQG WKHLUVWDWXV LQ(XURSHHYHQ LIRQFH WKHPHQWLRQHG WRROV LQSODFH WKDWZRXOGEHPD\EH
ILOOHGXS
6RIDULQYDLQWKH(XURSHDQ&RPPLVVLRQODXQFKHGFRPPXQLFDWLRQFDPSDLJQVGHVLJQHGWRILOO
WKHVHJDSV7KH V\VWHP LV IRUPDOO\GHPRFUDWLF EXW HVVHQWLDOO\SHUFHLYHGDVGLVWDQW IURP LWV
FLWL]HQV
,WVGHPRFUDWLF IRUPXOD±EHLQJVRGLVFRQQHFWHGIURPDVHQVHRI LGHQWLW\DQGEHORQJLQJ± LV
HVSHFLDOO\GLIILFXOWWRFRPPXQLFDWH(YHQPRUHGLIILFXOWLISUHVVDQGSROLWLFDOHOLWHVGRQ¶WJLYH
LWDWU\



